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Section 01—Authority Under
Which Accounting and Re-
porting Rules and Regulations
are Prescribed and Adminis-
tered

This Uniform System of Accounts
and Reports for Large Certificated Air
Carriers is issued, prescribed and ad-
ministered under the following provi-
sions of the Federal Aviation Act of
1958, as amended (72 Stat. 731, 49 U.S.C.
1301):

GENERAL POWERS

SEC. 204. (a) The Board is empowered to
perform such acts, to conduct such inves-
tigations, to issue and amend such orders,
and to make and amend such general or spe-
cial rules, regulations, and procedure, pursu-
ant to and consistent with the provisions of
this Act, as it shall deem necessary to carry
out the provisions of, and to exercise and
perform its powers and duties under, this
Act.

FILING OF REPORTS

SEC. 407. (a) The Board is empowered to re-
quire annual, monthly, periodical, and spe-
cial reports from any air carrier; to prescribe
the manner and form in which such reports
shall be made; and to require from any air
carrier specific answers to all questions upon
which the Board may deem information to be
necessary. Such reports shall be under oath
whenever the Board so requires. The Board
may also require any air carrier to file with
it a true copy of each or any contract, agree-
ment, understanding, or arrangement, be-
tween such air carrier and any other carrier
or person, in relation to any traffic affected
by the provisions of this Act.
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DISCLOSURE OF STOCK OWNERSHIP

SEC. 407. (b) Each air carrier shall submit
annually, and at such other times as the
Board shall require, a list showing the names
of each of its stockholders or members hold-
ing more than 5 per centum of the entire
capital stock or capital, as the case may be,
of such air carrier, together with the name
of any person for whose account, if other
than the holder, such stock is held; and a re-
port setting forth a description of the shares
of stock, or other interest, held by such air
carrier, or for its account, in persons other
than itself.

FORM OF ACCOUNTS

SEC. 407. (d) The Board shall prescribe the
forms of any and all accounts, records, and
memoranda to be kept by air carriers, in-
cluding the accounts, records, and memo-
randa of the movement of traffic, as well as
of the receipts and expenditures of money,
and the length of time such accounts,
records, and memoranda shall be preserved;
and it shall be unlawful for air carriers to
keep any accounts, records, or memoranda
other than those prescribed or approved by
the Board: Provided, That any air carrier
may keep additional accounts, records, or
memoranda if they do not impair the integ-
rity of the accounts, records, or memoranda
prescribed or approved by the Board and do
not constitute an undue financial burden on
such air carrier.

INSPECTION OF ACCOUNTS AND PROPERTY

SEC. 407. (e) The Board shall at all times
have access to all lands, buildings, and
equipment of any carrier and to all accounts,
records, and memoranda, including all docu-
ments, papers, and correspondence, now or
hereafter existing, and kept or required to be
kept by air carriers; and it may employ spe-
cial agents or auditors, who shall have au-
thority under the orders of the Board to in-
spect and examine any and all such lands,
buildings, equipment, accounts, records, and
memoranda. The provisions of this section
shall apply, to the extent found by the Board
to be reasonably necessary for the adminis-
tration of this Act, to persons having control
over any air carrier, or affiliated with any
air carrier within the meaning of section 5(8)
of the Interstate Commerce Act, as amended.

CLASSIFICATION

SEC. 416. (a) The Board may from time to
time establish such just and reasonable clas-
sifications or groups of air carriers for the
purposes of this title as the nature of the
services performed by such air carriers shall
require; and such just and reasonable rules
and regulations, pursuant to and consistent
with the provisions of this title, to be ob-

served by each such class or group, as the
Board finds necessary in the public interest.

SAFETY, ECONOMIC AND POSTAL OFFENSES

SEC. 901. (a)(1) Any person who violates (A)
any provision of Title III, IV, V, VI, VII, or
XII of this Act, or any rule, regulation, or
order issued thereunder, or under section
1002(i), or any term, condition or limitation
of any permit or certificate issued under
Title IV, or (B) any rule or regulation issued
by the Postmaster General under this Act,
shall be subject to a civil penalty of not to
exceed $1,000 for each such violation. If such
violation is a continuing one, each day of
such violation shall constitute a separate of-
fense: Provided, That this subsection shall
not apply to members of the Armed Forces of
the United States, or those civilian employ-
ees of the Department of Defense who are
subject to the provisions of the Uniform
Code of Military Justice, while engaged in
the performance of their official duties; and
the appropriate military authorities shall be
responsible for taking any necessary discipli-
nary action with respect thereto and for
making to the Administrator or Board, as
appropriate, a timely report of any such ac-
tion taken.

(2) Any such civil penalty may be com-
promised by the Administrator in the case of
violations of Titles III, V, VI, or XII, or any
rule, regulation, or order issued thereunder,
or by the Board in the case of violations of
Titles IV or VII, or any rule, regulation or
order issued thereunder, or under section
1002(i), or any term, condition, or limitation
of any permit or certificate issued under
Title IV, or by the Postmaster General in
the case of regulations issued by him. The
amount of such penalty, when finally deter-
mined, or the amount agreed upon in com-
promise, may be deducted from any sums
owing by the United States to the person
charged.

FAILURE TO FILE REPORTS; FALSIFICATION OF
RECORDS

SEC. 902. (e) Any air carrier, or any officer,
agent, employee, or representative thereof,
who shall, knowingly and willfully, fail or
refuse to make a report to the Board or Ad-
ministrator as required by this Act, or to
keep or preserve accounts, records, and
memoranda in the form and manner pre-
scribed or approved by the Board or Adminis-
trator, or shall, knowingly and willfully, fal-
sify, mutilate, or alter any such report, ac-
count, record, or memorandum, or shall
knowingly and willfully file any false report,
account, record, or memorandum, shall be
deemed guilty of a misdemeanor and, upon
conviction thereof, be subject for each of-
fense to a fine of not less than $100 and not
more than $5,000.
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REFUSAL TO TESTIFY

SEC. 902. (g) Any person who shall neglect
or refuse to attend and testify, or to answer
any lawful inquiry, or to produce books, pa-
pers, or documents, if in his power to do so,
in obedience to the subpena or lawful re-
quirement of the Board or Administrator,
shall be guilty of a misdemeanor and, upon
conviction thereof, shall be subject to a fine
of not less than $100 nor more than $5,000, or
imprisonment for not more than one year, or
both.

FILING OF COMPLAINTS AUTHORIZED

SEC. 1002. (a) Any person may file with the
Administrator or the Board, as to matters
within their respective jurisdictions, a com-
plaint in writing with respect to anything
done or omitted to be done by any person in
contravention of any provisions of this Act,
or of any requirement established pursuant
thereto. If the person complained against
shall not satisfy the complaint and there
shall appear to be any reasonable ground for
investigating the complaint, it shall be the
duty of the Administrator or the Board to in-
vestigate the matters complained of. When-
ever the Administrator or the Board is of the
opinion that any complaint does not state
facts which warrant an investigation or ac-
tion, such complaint may be dismissed with-
out hearing. In the case of complaints
against a member of the Armed Forces of the
United States acting in the performance of
his official duties, the Administrator or the
Board, as the case may be, shall refer the
complaint to the Secretary of the depart-
ment concerned for action. The Secretary
shall, within ninety days after receiving
such a complaint, inform the Administrator
or the Board of his disposition of the com-
plaint, including a report as to any correc-
tive or disciplinary actions taken.

INVESTIGATIONS ON INITIATIVE OF

ADMINISTRATOR OR BOARD

SEC. 1002. (b) The Administrator or Board,
with respect to matters within their respec-
tive jurisdictions, is empowered at any time
to institute an investigation, on their own
initiative, in any case and as to any matter
or thing within their respective jurisdic-
tions, concerning which complaint is author-
ized to be made to or before the Adminis-
trator or Board by any provision of this Act,
or concerning which any question may arise
under any of the provisions of this Act, or re-
lating to the enforcement of any of the pro-
visions of this Act. The Administrator or the
Board shall have the same power to proceed
with any investigation instituted on their
own motion as though it had been appealed
to by complaint.

ENTRY OR ORDERS FOR COMPLIANCE WITH ACT

SEC. 1002. (c) If the Administrator or the
Board finds, after notice and hearing, in any
investigation instituted upon complaint or
upon their own initiative, with respect to
matters within their jurisdiction, that any
person has failed to comply with any provi-
sion of this Act or any requirement estab-
lished pursuant thereto, the Administrator
or the Board shall issue an appropriate order
to compel such person to comply therewith.
[ER–755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER–1400, 50 FR 11, Jan. 2, 1985]

Section 02—[Reserved]

Section 03—Definitions for Pur-
poses of This System of Ac-
counts and Reports

Account, clearing. An account used as
a medium for the temporary accumula-
tion of costs that are redistributed to
appropriate applicable accounts.

Acquisition, date of. The date on
which the title to owned property or
equipment (or the right to use or con-
trol the reassignment of leased prop-
erty or equipment) passes to the air
carrier.

Act. The Federal Aviation Act of 1958,
as amended.

Addition, property. Additional equip-
ment, land, structures, and other tan-
gible property; extensions of fuel,
water, and oil distribution equipment;
additions to buildings and other struc-
tures; and additional safety devices ap-
plied to equipment not previously thus
equipped. (See also Modification.)

Affiliated group. A combination of
companies comprised of the air carrier,
any person controlling the air carrier
or under common control with the air
carrier, and organizational divisions
(as defined in sections 1–6) of and per-
sons controlled by the air carrier.

Agency, cargo. Any person (other than
the air carrier preforming the direct
air transportation or one of its bona
fide regular employees or an indirect
air carrier lawfully engaged in air
transportation under authority con-
ferred by any applicable part of the
Economic Regulations of the Depart-
ment) who for compensation or profit:
(1) Solicits, obtains, receives or fur-
nishes directly or indirectly property
or consolidated shipments of property
for transportation upon the aircraft of
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an air carrier subject to this part, or
(2) procures or arranges for air trans-
portation of property upon aircraft of
an air carrier subject to this part by
charter, lease, or any other arrange-
ment.

Agent, ticket. Any person (other than
the air carrier performing the direct
air transportation or one of its bona
fide regular employees, or an air car-
rier which subcontracts the perform-
ance of charter air transportation
which it has contracted to perform)
who for compensation or profit: (1) So-
licits, obtains, receives, or furnishes di-
rectly or indirectly passengers or
groups of passengers for transportation
upon the aircraft of an air carrier sub-
ject to this part, or (2) procures or ar-
ranges for air transportation of pas-
sengers or groups of passengers upon
aircraft of an air carrier subject to this
part by charter, lease, or any other ar-
rangement.

Agreement. Any oral or written agree-
ment, contract, understanding, or ar-
rangement, and any amendment, revi-
sion, modification, renewal, extension,
cancellation or termination thereof.

Air carrier. Any citizen of the United
States who undertakes, whether di-
rectly or indirectly or by a lease or any
other arrangement, to engage in air
transportation.

Air carrier, charter. An air carrier
holding a certificate issued under 49
U.S.C. 41102(a)(3).

Air carrier, large certificated. An air
carrier holding a certificate issued
under 49 U.S.C. 41102, as amended, that:
(1) Operates aircraft designed to have a
maximum passenger capacity of more
than 60 seats or a maximum payload
capacity of more than 18,000 pounds; or
(2) conducts operations where one or
both terminals of a flight stage are
outside the 50 states of the United
States, the District of Columbia, the
Commonwealth of Puerto Rico and the
U.S. Virgin Islands.

Air carrier, surviving. An entity (air
carrier) which, as the result of a busi-
ness combination, has acquired the net
assets, and carries on the operations of,
one or more predecessor air carriers,
and which may be newly organized at
the time of the combination or may be
one of the predecessor air carriers.

Aircraft. Any contrivance now known
or hereafter invented, used or designed
for navigation of or flight in the air.

Aircraft days assigned to service—car-
rier’s equipment. The number of days
that aircraft owned or acquired
through rental or lease (but not inter-
change) are in the possession of the re-
porting air carrier and are available for
service on the reporting carrier’s
routes plus the number of days such
aircraft are in service on routes of oth-
ers under interchange agreements. In-
cludes days in overhaul, or temporarily
out of service due to schedule cancella-
tions. Excludes days that newly ac-
quired aircraft are on hand but not
available for productive use, days
rented or leased to others (for other
than interchange) and days in posses-
sion but formally withdrawn from air
transportation service.

Aircraft days assigned to service—car-
rier routes—same as aircraft days as-
signed to service-carrier’s equipment but
excluding the number of days owned or
rented equipment are in the possession
of others under interchange agree-
ments and including the number of
days aircraft of others are in the pos-
session of the air carrier under inter-
change agreements.

Aircraft, leased (rented). Aircraft ob-
tained from (or furnished to) others
under lease or rental arrangements.
Leased and rented aircraft do not in-
clude those used under interchange
agreements designed to provide
oneplane service over the routes of the
air carriers involved.

Aircraft type. A distinctive model as
designated by the manufacturer.

Airport. A landing area regularly used
by aircraft for receiving or discharging
passengers or cargo.

Airport, alternate. An approved air-
port to which a flight may proceed if a
landing at the airport to which the
flight was dispatched becomes inadvis-
able.

Airport-to-airport distance. The great
circle distance between airports, meas-
ured in statute miles in accordance
with part 247 of this chapter.

Air transportation. The carriage by
aircraft of persons, property, or mail.

Air transportation, charter. Air trans-
portation authorized pursuant to sec-
tion 401(d)(3).
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Airworthiness (or Airworthy). When ap-
plied to a particular aircraft or compo-
nent part, it denotes the ability of such
aircraft or component part to perform
its function satisfactorily through a
range of operations determined by the
Federal Aviation Administration.

Allocate. To assign an item or group
of items of investment, revenue, or
cost to an object, activity, process, or
operation, in accordance with cost re-
sponsibilities, benefits received, or
other measure of apportionment.

Allocation, bases of. Bases of distribu-
tion whereby revenues, expenses, and/
or costs are equitably apportioned
among revenue, expense, property and
equipment, and other accounts.

Amortization. The gradual extinguish-
ment of an amount in an account by
distributing such amount over a fixed
period, over the life of the asset or li-
ability to which it applies or over the
period during which it is anticipated
the benefit will be realized.

Asset, contingent. An asset the exist-
ence, value, or ownership of which de-
pend upon the occurrence or nonoccur-
rence of a specific event or upon the
performance or nonperformance of a
specified act.

Associated company. A company in
which the accounting air carrier holds
5 percent or more of the outstanding
proprietary interest; or a company
which holds 5 percent or more of the
outstanding proprietary interest of the
accounting air carrier; or a company
that, directly or through one or more
intermediaries, controls or is con-
trolled by, or is under common control
with the accounting air carrier. Com-
panies owned or controlled jointly with
other air carriers shall be regarded as
associated companies for purposes of
this system of accounts. (See also Con-
trol.)

Betterment. Any improvement to
property or equipment through the
substitution of superior parts for infe-
rior parts retired, the object of which
is to make such property more useful
or of greater capacity than at the time
of acquisition or installation. (See also
Modification.)

BTS. The Bureau of Transportation
Statistics.

Cargo. All traffic other than pas-
sengers.

Cargo transported. Cargo on board
each flight stage.

Certificated point. A city, place or
population center authorized to receive
scheduled air service under a Certificate
of Public Convenience and Necessity or
under an exemption issued to an air
carrier.

Certificate of Public Convenience and
Necessity. A certificate issued to an air
carrier under 49 U.S.C. 41102, by the De-
partment of Transportation authoriz-
ing the carrier to engage in air trans-
portation.

Company, predecessor. An air carrier
whose net assets and operations have
been taken over by one or more other
air carriers.

Compensation (of personnel). Remu-
neration to air carrier employees for
personal services. Includes salaries,
wages, overtime pay, cost-of-living dif-
ferentials, bonuses, etc., as distin-
guished from per diem allowances or
reimbursement for expenses incurred
by personnel for the benefit of the air
carrier.

Continental United States. The 48 con-
tiguous States and the District of Co-
lumbia.

Control (including the terms Control-
ling, Controlled by, and Under common
control). The possession, directly or in-
directly, of the power positively to di-
rect, or cause the direction of or negate
the direction of, the management and
policies of a company, whether such
power is through one or more
intermediary companies or alone or in
conjunction with or pursuant to an
agreement, and whether such power is
established through a majority or mi-
nority ownership or voting of securi-
ties, common directors, officers, or
stockholders, voting trusts, holding
trusts, associated companies, contract,
or any other direct or indirect means.

Controlling person. (See Person Con-
trolling an air carrier)

Cost. The amount of cash (or its
equivalent) actually paid for property,
materials and supplies, and services,
including that amount paid to put the
property or materials and supplies in
readiness for use. It includes such
items as transportation charges, in-
stallation charges, and customs duties,
less any cash or other discounts.
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Cost, book. The amount at which an
asset is recorded in an account without
the deduction of amounts in related al-
lowances or other accounts.

Cost, depreciated. The cost of property
and equipment less the related allow-
ances for depreciation.

Cost, removal. The cost of demolish-
ing, dismantling, tearing down, or oth-
erwise removing property and equip-
ment, including the cost of related
transportation and handling.

Debt, expense on. Expenses incurred
by or for the air carrier in connection
with the issuance and sale of evidences
of debt (exclusive of the sale of reac-
quired securities), such as fees for
drafting mortgages and trust deeds;
fees and taxes for issuing or recording
evidences of debt; cost of engraving and
printing bonds, certificates of indebt-
edness, and other commercial paper;
specific costs of obtaining govern-
mental authority for issuance and fil-
ing notices thereunder; fees for legal
services; fees and commissions paid un-
derwriters, brokers, and salesmen for
marketing such evidences of debt; fees
and expenses of listing on exchanges;
and other like costs.

Deferred taxes. Tax effects which are
deferred for allocation to income tax
expense of future periods.

Department. Department of Transpor-
tation.

Departures completed, percent sched-
uled. The percent of scheduled depar-
tures that were performed.

Departures completed, scheduled. The
number of takeoffs performed at each
airport pursuant to published sched-
ules, exclusive of extra sections to
scheduled departures.

Departure performed. A takeoff made
at an airport.

Departure, scheduled. A takeoff sched-
uled at an airport, as set forth in pub-
lished schedules.

Depreciation (of depreciable property
and equipment). The loss in service
value, not restored by current mainte-
nance, incurred in the course of service
from causes known to be in current op-
eration, against which the carrier is
not protected by insurance, and the ef-
fect of which can be forecast with rea-
sonable accuracy. The causes of depre-
ciation include wear and tear, decay,
action of the elements, inadequacy, ob-

solescence, changes in the art, changes
in demand, and requirements of public
authorities.

Discount (of securities issued or as-
sumed by the air carrier). The excess of
(1) the par or stated value of securities
over (2) the then current money value
of the consideration received from
their sale less the amount included for
dividends or for interest accrued.

DOT. Department of Transportation.
Equipment. Tangible property other

than land, structures, and improve-
ments.

Equity security. Any instrument rep-
resenting ownership shares (for exam-
ple, common, preferred, and other cap-
ital stock), or the right to acquire (for
example, warrants, rights, and call op-
tions) or dispose of (for example, put
options) ownership shares in an enter-
prise at fixed or determinable prices.
The term does not encompass preferred
stock that by its terms either must be
redeemed by the issuing enterprise or
is redeemable at the option of the in-
vestor, nor does it include treasury
stock or convertible bonds.

Equivalent unit. A new unit sub-
stituted for an existing unit that is
worn out, is damaged beyond repair, or
has become inadequate in service, the
substituted unit having substantially
no greater capacity than the unit for
which substituted.

Estimated economic life of leased prop-
erty. The estimated remaining period
during which the property is expected
to be economically usable by one or
more users, with normal repairs and
maintenance, for the purpose for which
it was intended at the inception of the
lease, without limitation by the lease
term.

Expense, capital stock. Expenses in-
curred by or for the air carrier in con-
nection with the initial issuance and
sale of capital stock (exclusive of the
sale of reacquired capital stock), such
as fees and commissions paid to pro-
moters, underwriters, brokers, and
salesmen; fees for legal services; cost of
soliciting subscriptions for capital
stock; including fees, commissions, and
advertising; specific costs of obtaining
governmental authority for issuance
and filing notices thereunder; fees and
taxes for issuance of capital stock and
listing on exchanges; and the cost of
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preparing, engraving, printing, issuing,
and distributing prospectuses and
stock certificates.

Flight, developmental. A flight for (1)
the development of a new route either
prior or subsequent to certification by
the Department of Transportation; (2)
the extension of an existing route; or
(3) the integration of a new type of air-
craft or service.

Flight, extra section. A flight, con-
ducted as an integral part of scheduled
service, that has not been provided for
in published schedules and is required
for transportation of traffic that can-
not be accommodated on a regularly
scheduled flight. Flights made in
ferrying aircraft to meet schedules, or
for similar operational reasons, are not
extra sections and are classified as
nonrevenue flights even if an occa-
sional shipment, as a matter of special
accommodation, is on board.

Flight, ferry. A flight for the purpose
of returning an aircraft to base, equip-
ment equalization, or moving an air-
craft to and from a maintenance base.

Flight, paid positioning. A flight for
the purpose of positioning an empty
aircraft in connection with a charter
flight for which a specific charge is set
forth in a tariff or contract for applica-
tion directly to the positioning miles
operated. Such flights are considered
revenue flights for Form 41 reporting
purposes.

Flight, personnel training. A flight for
the purpose of obtaining flying time for
flight personnel or a flight in connec-
tion with a personnel training pro-
gram.

Flight stage. The operation of an air-
craft from takeoff to landing. For pur-
poses of classifying flight stages as be-
tween ‘‘domestic’’, ‘‘territorial’’, and
‘‘international’’, technical stops are
disregarded. (See Stops, technical.)

Freight. Property, other than mail,
transported by air.

Generally accepted accounting prin-
ciples (GAAP). The body of authori-
tative accounting knowledge governing
the recording, presenting and disclos-
ing of financial transactions, as incor-
porated in the pronouncements of the
Financial Accounting Standards Board.

Group basis (in depreciation account-
ing). A plan under which (1) deprecia-
tion is based upon the application of a

single depreciation rate to the total
book cost of all property included in a
given depreciable property and equip-
ment account or class, despite dif-
ferences in service life of individual
items of property and equipment, (2)
the full original cost, less any salvage
realized, of an item of depreciable prop-
erty or equipment retired is charged to
the allowance for depreciation regard-
less of the age of the item, and (3) no
gain or loss is recognized on the retire-
ment of individual items of property or
equipment.

Horsepower, maximum continuous for
reciprocating engines. The brake horse-
power developed in standard atmos-
phere at a specified altitude and under
the maximum conditions of crankshaft
rotational speed and engine manifold
pressure, and approved for use during
periods of unrestricted duration.

Horsepower, maximum continuous for
turbine engines. The brake horsepower
developed at specified altitudes, atmos-
pheric temperatures, and flight speeds
and under the maximum conditions of
rotor shaft rotational speed and gas
temperature, and approved for use dur-
ing periods of unrestricted duration.

Thrust, maximum continuous for tur-
bine engines. The jet thrust developed
at specified altitudes, atmospheric
temperatures, and flight speeds and
under the maximum conditions of rotor
shaft rotational speed and gas tempera-
ture, and approved for use during peri-
ods of unrestricted duration.

Hours, aircraft. The airborne hours of
aircraft computed from the moment an
aircraft leaves the ground until it
touches the ground at the end of a
flight.

Hours flown, revenue aircraft. The air-
craft hours of flights performed in rev-
enue service.

Hours in capitalized projects, aircraft.
Aircraft hours applicable to ferrying
newly acquired aircraft from the fac-
tory, to capitalized extension and de-
velopment preoperating projects and to
other costs which have been capital-
ized.

Hours per aircraft per day—carrier’s
equipment, revenue. Average hours of
productive use per day in revenue serv-
ice of reporting carrier’s equipment de-
termined by dividing (1) Aircraft days
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assigned to service—carrier’s equip-
ment into (2) Revenue aircraft hours
minus Revenue hours on other carrier’s
interchange equipment plus Total
hours by others on the carrier’s inter-
change equipment.

Hours per aircraft per day—carrier’s
routes, revenue. Average hours of pro-
ductive use per day in revenue service
on reporting carrier’s routes deter-
mined by dividing (1) Aircraft days as-
signed to service-carrier’s routes into
(2) Revenue aircraft hours.

Hours, ramp-to-ramp. The aircraft
hours computed from the moment the
aircraft first moves under it own power
for purposes of flight, until it comes to
rest at the next point of landing.

Improvement. An addition or alter-
ation to land, a building, or a unit of
equipment that results in a better
piece of property, in the sense of great-
er durability, or in increased produc-
tivity or efficiency. (See also Modifica-
tion.)

Income tax expense. The amount of in-
come taxes (whether or not currently
payable or refundable) allocable to a
period in the determination of net in-
come.

Income taxes. Taxes based on income
determined under provisions of the
United States Internal Revenue Code
and foreign, State, and other taxes (in-
cluding franchise taxes) based on in-
come.

Insurance, self. The assumption by an
air carrier of a risk of loss or liability
arising from an accident or other con-
tingent event.

Interchange agreement. An agreement
under which aircraft of one air carrier
are utilized to provide one-plane serv-
ice over its own routes and the routes
of other air carriers.

Interperiod tax allocation. The process
of apportioning income taxes among
periods.

Inventory, perpetual. A book inven-
tory kept in continuous agreement
with stock on hand by means of a de-
tailed record.

Investor controlled company (for pur-
poses of applying the equity method of ac-
counting). Any business entity in which
the accounting air carrier is able to ex-
ercise significant influence over oper-
ating and financial policies of the issu-
ing company. Significant influence will

be presumed, unless established to the
contrary by waiver request, with own-
ership of 20 percent or more of the out-
standing voting capital stock. Ability
to exercise influence may be indicated
in several ways, such as representation
on the Board of Directors, participa-
tion in policy-making processes, mate-
rial intercompany transactions, inter-
change of managerial personnel, or
technological dependency. Investor
controlled companies shall also be re-
garded as associated companies for pur-
poses of this system of accounts (see
also Associated company).

Item, delayed. An item relating to
transactions that occurred during a
prior accounting period and that re-
quires further accounting treatment
for a true statement of financial condi-
tion or operating results. It includes
adjustments of errors in the operating
revenue, operating expense, and other
income accounts for prior periods.

Liability, contingent. A possible source
of obligation of an air carrier depend-
ent upon the fulfillment of conditions
regarded as uncertain.

Load, available. Represents the maxi-
mum salable load. It is the allowable
gross weight less the empty weight,
less all justifiable aircraft equipment,
and less the operating load (consisting
of minimum fuel load, oil, flight crew,
steward’s supplies, etc.). For passenger
aircraft, the available load must not
exceed the weight of the maximum
number of passengers who can be ac-
commodated in the seats installed in
the aircraft plus the weight of the traf-
fic that can be accommodated in the
cargo space.

Load, average revenue. The average
total revenue tons carried in revenue
services, determined by dividing total
revenue ton-miles by aircraft miles
flown in revenue services.

Load, average revenue passenger. Aver-
age number of revenue passengers car-
ried in passenger services, determined
by dividing revenue passenger-miles by
aircraft miles flown in revenue pas-
senger services.

Load factor, over-all revenue. The per-
cent that total revenue ton-miles (pas-
senger plus nonpassenger) are of avail-
able ton-miles in revenue services.

Load factor, revenue passenger. The
percent that revenue passenger-miles
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are of available seat-miles in revenue
passenger services.

Load, minimum fuel. The minimum
quantity of fuel with which an aircraft
may be dispatched in accordance with
the safety operating needs of the air
carrier.

Load, salable. (See Load, available.)
Mail, nonpriority. All mail for which

transportation by air is provided on a
space available basis.

Mail, priority. All mail for which
transportation by air is provided on a
priority basis.

Mile. A statute mile (5,280 feet).
Miles completed, percent scheduled air-

craft. The percent of scheduled aircraft
miles which were performed.

Miles completed, scheduled aircraft.
The aircraft miles performed on sched-
uled flights computed between only
those scheduled points actually served.

Miles flown, aircraft. The miles (com-
puted in airport-to-airport distances)
for each flight stage actually com-
pleted, whether or not performed in ac-
cordance with the scheduled pattern.
For this purpose, operation to a flag
stop is a stage completed even though
a landing is not actually made. In cases
where the interairport distances are in-
applicable, aircraft miles flown are de-
termined by multiplying the normal
crusing speed for the aircraft type by
the airborne hours.

Miles flown, nonrevenue aircraft. The
aircraft miles flown on nonrevenue
flights, such as ferry (including empty
backhauls to MAC one-way charters),
personnel training, extension and de-
velopment, and abortive revenue
flights.

Miles, revenue aircraft. The aircraft
miles flown in revenue service.

Miles, scheduled aircraft. The sum of
the airport-to-airport distances of all
flights scheduled to be performed over
the air carrier’s certificated routes
pursuant to published flight schedules.
Flights listed in the published sched-
ules for operation only as extra sec-
tions, when traffic warrants, are ex-
cluded.

Modification. An alteration in a struc-
ture or unit of equipment that changes
its design and is made to correct an
error, increase production, improve ef-
ficiency of operation, or for some other
reason.

Obsolescence. The process of becoming
out of date due to progress of the arts
and sciences, changed economic condi-
tions, legislation, etc., which ulti-
mately results in the retirement or
other disposition of property.

Off-Line. Installations maintained or
facilities used for other than scheduled
certificated air services.

On-Line. Installations maintained or
facilities used in conducting scheduled
certificated air services.

Domestic. Flight stages with both ter-
minals within the 50 States of the
United States and the District of Co-
lumbia.

Territorial. Flight stages with both
terminals within territory under U.S.
jurisdiction where at least one of the
terminals is not within a State or the
District of Columbia.

International. Flight stages with one
or both terminals outside of territory
under U.S. jurisdiction.

Operations, systems. The over-all oper-
ations of an air carrier including all of
the operating entities of an air carrier
having multiple operations.

Passenger-mile. One passenger trans-
ported 1 mile. Passenger-miles are
computed by multiplying the aircraft
miles flown on each flight stage by the
number of passengers transported on
that stage.

Passenger-mile, nonrevenue. One non-
revenue passenger transported one
mile.

Passenger-mile, revenue. One revenue
passenger transported one mile.

Passenger, nonrevenue. Person receiv-
ing air transportation from the air car-
rier for which remuneration is not re-
ceived by the air carrier. Air carrier
employees or others receiving air
transportation against whom token
service charges are levied are consid-
ered nonrevenue passengers. Infants for
whom a token fare is charged are not
counted as passengers.

Passenger, revenue. Person receiving
air transportation from the air carrier
for which remuneration is received by
the air carrier. Air carrier employees
or others receiving air transportation
against whom token service charges
are levied are considered nonrevenue
passengers. Infants for whom a token
fare is charged are not counted as pas-
sengers.
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Passengers transported. Passengers on
board each flight stage.

Person controlling an air carrier. Any
person, as defined in 49 U.S.C. 40102,
whom the Department has found, in
any proceeding, to control an air car-
rier, or who holds, directly or indi-
rectly, the legal or beneficial owner-
ship of more than 50 percent of the out-
standing voting capital stock or cap-
ital of an air carrier, and who does not
make a proper showing to the Depart-
ment that he or she does not control
the carrier despite such stock owner-
ship, shall be deemed to be a person
controlling the carrier for the purpose
of this part. A brokerage firm which
holds record ownership of securities
merely for the convenience of the cus-
tomer beneficially owning the stock
shall not be deemed a person control-
ling an air carrier.

Premium (as applied to securities issued
or assumed by the air carrier). The excess
of (1) the then current money value of
the consideration received from their
sale, less the amount included therein
for dividends or interest accrued, over
(2) their par or stated value.

Pretax accounting income. Income or
loss for a period exclusive of related in-
come tax expense.

Property (as applied to traffic). (See
Cargo.)

Replacement. Substitution of new for
existing facilities that are worn out,
damaged beyond repair, or have be-
come inadequate in service.

Residual value. The predetermined
portion of the cost of a unit of property
or equipment excluded from deprecia-
tion. It shall represent a fair and rea-
sonable estimate of recoverable value
as at the end of the service life over
which the property or equipment is de-
preciated and shall give due consider-
ation to the proceeds anticipated from
disposition of the property or equip-
ment and the extent to which costs at-
taching to property or equipment are
otherwise recoverable through charges
against income.

Retirement. The permanent with-
drawal of assets from services of the
corporate entity through sale, aban-
donment, demolition, or other disposal.

Retirement, date of. The date on which
property or equipment is permanently

withdrawn from services of the cor-
porate entity.

Route, certificated. The route(s) over
which an air carrier is authorized to
provide air transportation by a Certifi-
cate of Public Convenience and Neces-
sity issued by the Department of
Transportation pursuant to section
401(d) (1) or (2) of the Act.

Salvage value. The amount received
for property retired, less the expenses
incurred in connection with the sale or
in the preparation of the property for
sale; or, if retained, the amount at
which the material recovered is
charged to materials and supplies or
other appropriate account.

Seats available. Installed seats in an
aircraft (including seats in lounges) ex-
clusive of any seats not offered for sale
to the public by the carrier; provided
that in no instance shall any seat sold
be excluded from the count of available
seats.

Seats, average available. The average
number of seats available for pas-
sengers, determined by dividing avail-
able seat-miles by revenue aircraft
miles flown in passenger service.

Seat-miles available, revenue. The air-
craft miles flown on each flight stage
multiplied by the number of seats
available for revenue use on that stage.

Section 41103 cargo operations. The car-
riage, pursuant to 49 U.S.C. 41103, by
aircraft of property and/or mail as a
common carrier for compensation or
hire in commerce between a place in
any State of the United States, or the
District of Columbia, or Puerto Rico,
or the U.S. Virgin Islands, and a place
in any other of those entities, or be-
tween places in the same State or
other entity through the air-space over
any place outside thereof, or between
places within the District of Columbia,
Puerto Rico, or the U.S. Virgin Islands.
This includes commerce moving partly
by aircraft and partly by other forms
of transportation, as well as commerce
moving wholly by aircraft.

Segment, service. A pair of points
served or scheduled to be served by a
single stage of at least one flight with-
in any given time period.

Service, charter. Nonscheduled air
transport service in which the party re-
ceiving transportation obtains exclu-
sive use of an agreed upon portion of
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the total capacity of an aircraft with
the remuneration paid by the party re-
ceiving transportation accruing di-
rectly to, and the responsibility for
providing transportation is that of, the
accounting air carrier.

Service, coach (tourist). Transport
service specifically established for the
carriage of passengers at special re-
duced passenger fares that are predi-
cated on both the operation of specifi-
cally designated aircraft space and a
reduction in the quality of service reg-
ularly and ordinarily provided.

Service, first class. Transport service
established for the carriage of pas-
sengers moving at either standard fares
or premium fares, or at reduced fares
not predicated upon the operation of
specifically allocated aircraft space,
and for whom standard or premium
quality services are provided.

Service life. The period between the
date of installation of property or
equipment and its date of retirement.

Service, mixed. Transport service for
the carriage of both first-class and
coach passengers on the same aircraft.

Service, nonpassenger. Transport serv-
ice established for the carriage of traf-
fic other than passengers.

Service, nonscheduled. Includes trans-
port service between points not covered
by Certificates of Public Convenience
and Necessity issued by the Depart-
ment of Transportation to the air car-
rier; services pursuant to the charter
or hiring of aircraft; other revenue
services not constituting an integral
part of the services performed pursuant
to published schedules; and related
nonrevenue flights.

Service, passenger-cargo. Transport
service established for the carriage of
passengers which may also be used
jointly for the transportation of cargo.

Service, scheduled. Transport service
operated pursuant to published flight
schedules, including extra sections and
related nonrevenue flights.

Service, transport. The operation of fa-
cilities for the carriage of traffic by
air.

Services, all. The total of scheduled
and nonscheduled transport services.

Stop, flag. A point on an air carrier’s
operating system that is scheduled to
be served only when traffic is to be
picked up or discharged.

Stops, technical. Aircraft landing
made for purposes other than enplan-
ing or deplaning traffic. For purposes
of identifying reporting entities, land-
ings made for stopover passengers are
regarded as technical stops.

Tariff, published. A publication con-
taining fares and rates applicable to
the transportation of persons or cargo
and rules relating to or affecting such
fares or rates of transportation, filed
with the Department of Transpor-
tation.

Taxable income. The excess of reve-
nues over deductions or the excess of
deductions over revenues to be re-
ported for income tax purposes for a
period.

Tax effects. Differentials in income
taxes of a period attributable to (1) rev-
enue or expense transactions which
enter into the determination of pretax
accounting income in one period and
into the determination of taxable in-
come in another period, (2) deductions
or credits that may be carried back-
ward or forward for income tax pur-
poses, and (3) adjustments of prior peri-
ods (or of the opening balance of re-
tained earnings) and direct entries to
other stockholders’ equity accounts
which enter into the determination of
taxable income in a period but which
do not enter into the determination of
pretax accounting income of that pe-
riod. A permanent difference does not
result in a ‘‘tax effect’’ as the term is
used in this System of Accounts and
Reports.

Ton. A short ton (2,000 pounds).
Ton-mile. One ton transported 1 mile.

Ton-miles are computed by multiply-
ing the aircraft miles flown on each
flight stage by the number of tons
transported on that stage.

Ton-mile, nonrevenue. One ton of non-
revenue traffic transported 1 mile.

Ton-mile, passenger. One ton of pas-
senger weight (including all baggage)
transported 1 mile. (See also Weight,
passenger.)

Ton-mile, revenue. One ton of revenue
traffic transported 1 mile.

Ton-miles available, revenue. The air-
craft miles flown on each flight stage
multiplied by the ton capacity avail-
able for use on that stage.

Traffic, deplaned. A count of the num-
ber of passengers getting off and tons
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of cargo unloaded from an aircraft. For
this purpose, passengers an cargo on
aircraft leaving a carrier’s system on
interchange flights are considered as
deplaning and the interchange point;
and passengers and cargo moving from
one operation to another operation of
the same carrier, for which separate re-
ports are required by the Department
of Transportation, are considered as
deplaning at the junction point.

Traffic, enplaned. A count of the num-
ber of passengers boarding and tons of
cargo loaded on an aircraft. For this
purpose, passengers and cargo on air-
craft entering a carrier’s system on
interchange flights are considered as
enplaning at the interchange point;
and passengers and cargo moving from
one operation to another operation of
the same carrier, for which separate re-
ports are required by the Department
of Transportation, are considered as
enplaning at the junction point.

Traffic, nonrevenue. Passengers and
cargo transported by air for which no
remuneration or token service charges
are received by the air carrier. Airline
employees, officers and directors, or
other persons, except for ministers of
religion, who are traveling under re-
duced-rate transportation authorized
by 49 U.S.C. 41511(a) and 14 CFR part
223, as well as travel agents, cargo
agents, and tour conductors traveling
at reduced fares are also considered
nonrevenue traffic.

Traffic office. A facility where air
transportation is sold, and related
processes of documentation and res-
ervation confirmation are performed.

Traffic, revenue. Passengers and cargo
transported by air for which remunera-
tion is received by the air carrier. Air-
line employees, officers and directors,
or other persons, except for ministers
of religion, who are traveling under re-
duced-rate transportation authorized
by 49 U.S.C. 41511(a) and 14 CFR part
223, travel agents, cargo agents, and
tour conductors traveling at reduced
fares, and other passengers and cargo
carried for token service charges, are
not considered as revenue traffic.

Transportation, free. The carriage of
any person or cargo (other than cargo
owned by the air carrier) without com-
pensation.

Unit basis (in depreciation accounting).
A plan under which depreciation ex-
penses is accrued upon the basis of the
book cost of the individual item of
property in relation to the service life
and salvage value of the particular
item.

Value, service. The difference between
the book cost and the residual value of
property and equipment.

Weight, allowable gross. The maximum
gross weight (of the aircraft and its
contents) which an aircraft is licensed
to carry into the air on each flight
stage.

Weight, average available. The average
capacity available for revenue traffic,
determined by dividing available ton-
miles by aircraft miles in revenue serv-
ice.

Weight, empty. The weight of the air-
frame, engines, propellers, and fixed
equipment of an aircraft. Empty
weight excludes the weight of the crew
and payload, but includes the weight of
all fixed ballast, unusable fuel supply,
undrainable oil, total quantity of en-
gine coolant, and total quantity of hy-
draulic fluid.

Weight, passenger. For the purposes of
this part, a standard weight of 200
pounds per passenger (including all
baggage) is used for all civil operations
and classes of service. Other weights
may be prescribed in specific instances
upon the initiative of the Department
of Transportation or upon a factually
supported request by an air carrier.

[ER–755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by Amdt. 241–58, 54 FR 5590, Feb. 89, 1989]

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting Section 03, see the List of
CFR Sections Affected in the Finding Aids
section of this volume.

Section 04—Air Carrier Groupings

(a) All large certificated air carriers
are placed into three basic air carrier
groupings based upon their level of op-
erations and the nature of these oper-
ations. In order to determine the level
of operations, total operating revenues
for a twelve-month period are used.
The following operating revenue ranges
are used to establish air carrier
groupings:
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Carrier Group Total Annual Operating Revenues

I ............................. 0–$100,000,000
II ............................ $100,000,001–$1,000,000,000
III ........................... $1,000,000,001 +

For reporting purposes, Group I air
carriers are further divided into two
subgroups: (1) Air carriers with total
annual operating revenues from
$20,000,000 to $100,000,000 and (2) Air car-
riers with total annual operating reve-
nues below $20,000,000.

(b) Both the criteria for establishing
air carrier groupings and the assign-
ment of each air carrier to a specific
group of carriers will be reviewed peri-
odically by the Director, Office of Air-
line Information, to assure the mainte-
nance of appropriate standards for the
grouping of carriers. When an air car-
rier’s level of operations passes the
upper or lower limit of its currently as-
signed carrier grouping, the carrier is
not automatically transferred to a dif-
ferent group and a new level of report-
ing. The Office of Airline Statistics
will issue an updated listing of the car-
rier groups on an annual basis. A car-
rier may petition for reconsideration of
its assigned carrier grouping or request
a waiver from the accounting and re-
porting requirements that are applica-
ble to a particular group under the pro-
visions of section 1–2 of this Uniform
System of Accounts and Reports.

[Amdt. 241–60, 56 FR 12658, Mar. 27, 1991, as
amended at 60 FR 66723, Dec. 26, 1995]

GENERAL ACCOUNTING
PROVISIONS

Section 1—Introduction to System
of Accounts and Reports

Sec. 1–1 Applicability of system of ac-
counts and reports.

Each large certificated air carrier
shall keep its books of account, records
and memoranda and make reports to
the BTS in accordance with this sys-
tem of accounts and reports. The BTS
reserves the right, however, under the
provisions of sections 49 U.S.C. 41701
and 41708, to expand or otherwise mod-

ify the classes of carriers subject to
this system of accounts and reports.

[ER–1400, 50 FR 11, Jan. 2, 1985, as amended
at 60 FR 66723, Dec. 26, 1995]

Sec. 1–2 Waivers from this system of
accounts and reports.

A waiver from any provision of this
system of accounts or reports may be
made by the BTS upon its own initia-
tive or upon the submission of written
request therefor from any air carrier,
or group of air carriers, provided that
such a waiver is in the public interest
and each request for waiver expressly
demonstrates that: existing peculiar-
ities or unusual circumstances warrant
a departure from a prescribed proce-
dure or technique; a specifically de-
fined alternative procedure or tech-
nique will result in a substantially
equivalent or more accurate portrayal
of operating results or financial condi-
tion, consistent with the principles em-
bodied in the provisions of this system
of accounts and reports; and the appli-
cation of such alternative procedure
will maintain or improve uniformity in
substantive results as between air car-
riers.

[ER–755, 37 FR 19726, Sept. 21, 1972, as amend-
ed at 60 FR 66723, Dec. 26, 1995]

Sec. 1–3 General description of system
of accounts and reports.

(a) This system of accounts and re-
ports is designed to permit limited con-
traction or expansion to reflect the
varying needs and capacities of dif-
ferent air carriers without impairing
basic accounting comparability as be-
tween air carriers. In its administra-
tion three air carrier groups, des-
ignated Group I, Group II, and Group
III, respectively (see section 04), are es-
tablished by the BTS. This grouping
will be reviewed from time to time
upon petition of individual air carriers
or by initiative of the BTS with the
view of a possible regrouping of the air
carriers.

(b) Under the system of accounts pre-
scribed, balance sheet elements are ac-
counted for by all air carrier groups
within a fixed uniform pattern of spe-
cific accounts. All profit and loss ele-
ments are accounted for within specific
objective accounts established for each
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air carrier group resulting from dual
classifications, designated for each air
carrier group, which are descriptive of
both basic areas of financial activity,
or functional operation, and objective
served. The profit and loss elements of
the three air carrier groups can be re-
duced to broad objectives and general
or functional classifications which are
comparable for all air carrier groups.
Both balance sheet and profit and loss
accounts and account groupings are de-
signed, in general, to embrace all ac-
tivities, both air transport and other
than air transport, in which the air
carrier engages and provide for the sep-
aration of elements identifiable exclu-
sively with other than air transport ac-
tivities. Profit and loss elements which
are recorded during the current ac-
counting year are subclassified as be-
tween (1) those which relate to the cur-
rent accounting year and adjustments
of a recurrent nature applicable to
prior accounting years, and (2) extraor-
dinary items of material magnitude.

(c) In order to afford air carriers as
much flexibility and freedom as pos-
sible in establishing ledger and subsidi-
ary accounts to meet their individual
needs, a minimum number of account
subdivisions have been prescribed in
this Uniform System of Accounts. It is
intended, however, that each air car-
rier, in maintaining its accounting rec-
ords, will provide subaccount and sub-
sidiary account segregations of ac-
counting elements which differ in na-
ture of accounting characteristics, in a
manner which will render individual
elements readily discernible and trace-
able throughout the accounting sys-
tem, and will provide for relating profit
and loss elements to applicable balance
sheet counterparts.

[ER–755, 37 FR 19726, Sept. 21, 1972, as amend-
ed at 60 FR 66723, Dec. 26, 1995]

Sec. 1–4 System of accounts coding.
(a) A four digit control number is as-

signed for each balance sheet and profit
and loss account. Each balance sheet
account is numbered sequentially,
within blocks, designating basic bal-
ance sheet classifications. The first
two digits of the four digit code as-
signed to each profit and loss account
denote a detailed area of financial ac-
tivity or functional operation. The

first two digits, thus assigned to each
profit and loss account, are numbered
sequentially within blocks, designating
more general classifications of finan-
cial activity and functional operation.
The second two digits assigned to prof-
it and loss accounts denote objective
classifications.

(b) A fifth digit, appended as a deci-
mal, has been assigned for internal
control by the BTS of prescribed sub-
divisions of the primary objective bal-
ance sheet and profit and loss classi-
fications. A different fifth digit code
number from that assigned by the BTS
may be adopted for internal record-
keeping by the air carrier provided the
prescribed subclassification of objec-
tive accounts is not impaired and the
code number assigned by the BTS is
employed in reporting to the BTS on
Form 41 Reports.

[ER–755, 37 FR 19726, Sept. 21, 1972, as amend-
ed at 60 FR 66723, Dec. 26, 1995]

Sec. 1–5 Records.
(a) The general books of account and

all books, records, and memoranda
which support in any way the entries
therein shall be kept in such manner as
to provide at any time full information
relating to any account. The entries in
each account shall be supported by
such detailed information as will
render certain the identification of all
facts essential to a verification of the
nature and character of each entry and
its proper classification under the pre-
scribed Uniform System of Accounts.
Registers, or other appropriate records,
shall be maintained of the history and
nature of each note receivable and each
note payable.

(b) The books and records referred to
herein include not only accounting
records in a limited technical sense,
but all other records such as organiza-
tion tables and charts, internal ac-
counting manuals and revisions there-
to, minute books, stock books, reports,
cost distributions and other accounting
work sheets, correspondence, memo-
randa, etc., which may constitute nec-
essary links in developing the history
of, or facts regarding, any accounting
or financial transaction.

(c) All books, records and memoranda
shall be preserved and filed in such
manner as to readily permit the audit

VerDate 03-MAY-97 09:39 May 12, 1997 Jkt 174040 PO 00000 Frm 00225 Fmt 8010 Sfmt 8010 E:\CFR\174040.048 174040



226

14 CFR Ch. II (1–1–97 Edition)Pt. 241

and examination thereof by representa-
tives of the DOT. All books, records,
and memoranda shall be housed or
stored in such manner as to afford pro-
tection from loss, theft, or damage by
fire, flood or otherwise and no such
books and records shall be destroyed or
otherwise disposed of, except in con-
formance with 14 CFR part 249 for the
preservation of records.

[ER–755, 37 FR 19726, Sept. 21, 1972, as
amended at 60 FR 66723, Dec. 26, 1995]

Sec. 1–6 Accounting entities.
(a) Separate accounting records shall

be maintained for each air transport
entity for which separate reports to
the BTS are required to be made by
sections 21(g) and for each separate
corporate or organizational division of
the air carrier. For purposes of this
Uniform System of Accounts and Re-
ports, each nontransport entity con-
ducting an activity which is not relat-
ed to the air carrier’s transport activi-
ties and each transport-related activity
or group of activities qualifying as a
nontransport venture pursuant to para-
graph (b) of this section, whether or
not formally organized within a dis-
tinct organizational unit, shall be
treated as a separately operated orga-
nizational division; except that provi-
sions of this paragraph and paragraph
(b) shall not apply to leasing activities.

(b) As a general rule, any activity or
group of activities comprising a trans-
port-related service provided for in
transport-related revenue and expense
accounts 09 through 18 shall be consid-
ered a separate nontransport venture
under circumstances in which either:
(1) A separate corporate or legal entity
has been established to perform such
services, (2) the aggregate annual reve-
nue rate, as determined in section 2–
1(d), during either of the prior two
years exceeds the greater of $1 million
per annum or one percent of the air
carrier’s total annual transport reve-
nues, or (3) the aggregate annual ex-
pense rate, as determined in section 2–
1(d), during either of the prior two
years exceeds the greater of $1 million
or one percent of the carrier’s total an-
nual operating expenses: Provided, That
revenues and expenses from in-flight
sales, and interchange sales shall be
considered related to air transpor-

tation and accounted for accordingly,
regardless of the revenue or expense
standard set forth above.

(c) The records for each required ac-
counting entity shall be maintained
with sufficient particularity to permit
a determination that the requirements
of section 2–1 have been complied with.

[ER–755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER–841, 39 FR 11994, Apr. 2, 1974; ER–
1022, 42 FR 46495, Sept. 15, 1977; ER–1027, 42
FR 60127, Nov. 25, 1977; 60 FR 66723, Dec. 26,
1995]

Sec. 1–7 Interpretation of accounts.

To the end that uniform accounting
may be maintained, questions involv-
ing matters of accounting significance
which are not clearly provided for
should be submitted to the Director,
Office of Airline Information, K–25, Bu-
reau of Transportation Statistics, for
explanation, interpretation, or resolu-
tion.

[Amdt. 241–58, 54 FR 5591, Feb. 6, 1989, as
amended at 60 FR 66723, Dec. 26, 1995]

Sec. 1–8 Address for reports and cor-
respondence.

All reports required under this part
and related correspondence shall be ad-
dressed to: Office of Airline Informa-
tion, K–25, Room 4125, U.S. Department
of Transportation, 400 Seventh St.,
SW., Washington, DC 20590.
[Amdt. 241–58, 54 FR 5592, Feb. 6, 1989, as
amended at 60 FR 66723, Dec. 26, 1995]

Section 2—General Accounting
Policies

Sec. 2.1 Generally accepted account-
ing principles.

(a) The accounting provisions con-
tained in this part are based on gen-
erally accepted accounting principles
(GAAP). Persons subject to this part
are authorized to implement, as pre-
scribed by the Financial Accounting
Standards Board, newly issued GAAP
pronouncements until and unless the
Director, Office of Airline Information
(OAI), issues an Accounting Directive
making an initial determination that
implementation of a new pronounce-
ment would adversely affect the De-
partment’s programs.
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(b) The Director, OAI, shall review
each newly issued GAAP pronounce-
ment to determine its affect on the De-
partment’s regulatory programs. If
adopting a specific change in GAAP
would adversely affect the Depart-
ment’s programs, the Director will
issue the results of the review in the
form of an Accounting Directive. The
directive will state the reasons why the
particular change should not be incor-
porated in the uniform system of ac-
counts and contain accounting guid-
ance for maintaining the integrity of
the Department’s air carrier account-
ing provisions.

(c) Objections and comments relating
to the Department’s decision not to
implement a change in generally ac-
cepted principles may be addressed to
Director, Office of Airline Information,
K–25, Room 4125, U.S. Department of
Transportation, 400 Seventh St., SW.,
Washington, DC 20590. If significant ob-
jections are raised urging adoption of a
particular GAAP pronouncement, the
Department will institute a rule-
making.

[Amdt. 241–58, 54 FR 5592, Feb. 6, 1989, as
amended at 60 FR 66723, Dec. 26, 1995]

Sec. 2–2 Basis of allocation between
entities.

(a) The provisions of this section
shall apply to each person controlling
an air carrier, each person controlled
by the air carrier, as well as each
transport entity and organizational di-
vision of the air carrier for which sepa-
rate records must be maintained pursu-
ant to section 1–6.

(b) Each transaction shall be re-
corded and placed initially under ac-
counting controls of the particular air
transport entity or organizational divi-
sion of the air carrier or member of an
affiliated group to which directly
traceable. If applicable to two or more
accounting entities, a proration shall
be made from the entity of original re-
cording to other participating entities
on such basis that the statements of fi-
nancial condition and operating results
of each entity are comparable to those
of distinct legal entities. The alloca-
tions involved shall include all debits
and credits associated with each en-
tity.

(c) For purposes of this section, in-
vestments by the air carrier in re-
sources or facilities used in common by
the regulated air carrier and those
transport-related revenue services de-
fined as separate nontransport ven-
tures under section 1–6(b) shall not be
allocated between such entities but
shall be reflected in total in the appro-
priate accounts of the entity which
predominately uses those investments.
Where the entity of predominate use is
a nontransport venture, the air carrier
shall reflect the investment in account
1510.3, Advances to Associated Compa-
nies.

(d) For purposes of this Uniform Sys-
tem of Accounts and Reports, all reve-
nues shall be assigned to or appor-
tioned between accounting entities on
bases which will fully recognize the
services provided by each entity, and
expenses, or costs, shall be apportioned
between accounting entities on such
bases as will result: (1) With respect to
transport-related services, in the as-
signment thereto of proportionate di-
rect overheads, as well as direct labor
and materials, of the applicable ex-
pense functions prescribed by this sys-
tem of accounts and reports, and (2)
with respect to separate ventures, in
the assignment thereto of proportional
general and administrative overheads
as well as the direct overheads, labor,
and materials.

[ER–755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER–841, 39 FR 11994, Apr. 2, 1974; ER–
1401, 50 FR 238, Jan. 3, 1985. Redesignated and
further amended by Amdt. 241–58, 54 FR 5592,
Feb. 6, 1989]

Sec. 2–3 Distribution of revenues and
expenses within entities.

(a) Revenues and expenses attrib-
utable to a single natural objective ac-
count or functional classification shall
be assigned accordingly.

(b) Revenue and expense items which
are common to two or more natural ob-
jective accounts shall be recorded in
the objective accounts to which they
predominantly relate.

(c) Expense items contributing to
more than one function shall be
charged to the general overhead func-
tions to which applicable except that
where only incidental contribution is
made to more than a single function an
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item may be included in the function
to which primarily related, provided
such function is not distorted by in-
cluding an aggregation of amounts ap-
plicable to other functions. When as-
signment of expense items on the basis
of the primary activity to which relat-
ed does not in the aggregate result in a
fair presentation of the expenses appli-
cable to each function, apportionment
shall be made between functions based
upon a study of the contribution to
each function during a representative
period.

[ER–755, 37 FR 19726, Sept. 21, 1972. Redesig-
nated by Amdt. 241–58, 54 FR 5592, Feb. 6,
1989]

Sec. 2–4 Accounting period.
(a) The accounting year of each air

carrier subject to this Uniform System
of Accounts shall be the calendar year
unless otherwise approved by the BTS.

(b) Each air carrier shall keep its fi-
nancial accounts and records on a full
accrual basis for each quarter so that
all transactions, as nearly as may rea-
sonably be ascertained, shall be fully
reflected in the air carrier’s books for
the quarter in which revenues have
been earned and the costs attaching to
the revenues so earned in each quarter
have been incurred independently of
the incidence of sales or purchases and
settlement with debtors or creditors.

(c) Expenditures incurred during the
current accounting year which demon-
strably benefit operations to be per-
formed during subsequent accounting
years to a significant extent shall be
deferred and amortized to the period in
which the related operations are per-
formed when of sufficient magnitude to
distort the accounting results of the
year in which incurred.

(d) Expenditures charged directly or
amortized to operations within one ac-
counting year shall not be reversed in
a subsequent accounting year and re-
amortized or charged directly against
operations of subsequent years except
that retroactive adjustments are per-
mitted where necessary to conform
with adjustments required by the DOT
for ratemaking purposes.

[ER–755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER–1027, 42 FR 60127, Nov. 25, 1977; ER–
1188, 45 FR 48870, July 22, 1980; 60 FR 66723,
66725, Dec. 26, 1995]

Sec. 2–5 Revenue and accounting prac-
tices.

(a) Revenue accounting practices
shall conform to the provisions of ac-
count 2160, Air Traffic Liability.

(b) Each route air carrier shall phys-
ically verify the reliability of its pas-
senger revenue accounting practice at
least once each accounting year.

(c) For those carriers who use the
yield or average-fare method to deter-
mine earned revenue, the analysis sup-
porting the verification shall include:

(1) The cutoff date for the liability to
be verified; such cutoff date shall be at
the end of a calendar month.

(2) The number of months after the
cutoff date during which documents
were examined to verify the liability;
the number of months after the cutoff
date during which documents are ex-
amined shall not exceed the maximums
set forth below:

Class of carrier Maximum
months 1

TWA ..................................................................... 18
Trunks (except TWA) .......................................... 12
All other route air carriers .................................... 6

1 Applies only to carriers on a yield or average-fare basis.

(3) The nature of the documents
which were examined for purposes of
the verification.

(4) The totals for each of the various
types of documents examined, on ac-
tual or sampling basis.

(5) A description of the sampling
technique and conversion to totals, if
sampling was employed.

(6) The amount and basis for all esti-
mates employed in the verification.

(7) The amount of resulting adjust-
ments and the quarter in which such
adjustments were, or are to be, made in
the accounts.

(d) For those carriers who use the
sales-lift match method to determine
earned revenue, the analysis support-
ing the physical inventory verification
shall include:

(1) The cutoff date for the liability to
be verified; such cutoff date shall be at
the end of a calendar month.

(2) A trial balance as of the cutoff
date of all subaccounts supporting the
Air Traffic Liability control account;
the subsidiary trial balance must agree
with the Air Traffic Liability control
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account or a reconciliation statement
furnished.

(3) A statement to the effect that a
sales listing of the value of all un-
matched auditor coupons has been
compiled and compared to the general
ledger control figure; the statement re-
quired by this subparagraph shall indi-
cate whether or not the value of the
unmatched coupons is in agreement
with the general ledger. If the sales
listing is not in agreement with the Air
Traffic Liability control account, the
amount of such difference shall be
shown on such statement.

[ER–948, 41 FR 12290, Mar. 25, 1976, as amend-
ed by ER–1401, 50 FR 238, Jan. 3, 1985. Redes-
ignated at Amdt. 241–58, 54 FR 5592, Feb. 6,
1989; 60 FR 66725, Dec. 26, 1995]

BALANCE SHEET CLASSIFICATIONS

Section 3—Chart of Balance Sheet
Accounts

[See footnotes at end of table]

Name of account
General classification

Current assets:
Cash ................................... ..................... 1010
Short-term investments ...... ..................... 1100
Notes receivable ................. ..................... 1200
Accounts receivable ........... ..................... 1270
Allowance for uncollectible

accounts .......................... ..................... 1290
Spare parts and supplies ... ..................... 1300
Allowance for obsoles-

cence—Spare parts and
supplies ........................... ..................... 1311

Prepaid items ...................... ..................... 1410
Other current assets ........... ..................... 1420

Investments and special
funds:
Investments in associated

companies ....................... ..................... 1510
Investments in investor con-

trolled companies ............ ..................... 1510.1
Investments in other associ-

ated companies ............... ..................... 1510.2
Advances to associated

companies ....................... ..................... 1510.3
Other investments and re-

ceivables ......................... ..................... 1530
Special funds ...................... ..................... 1550

Property and equipment ......... ..................... 1600–1700

Operating Nonoperat-
..................... ing

Airframes ................................ 1601 1701
Airframes ............................ 1601.1 1701.1
Unamortized airframe over-

hauls ................................ 1601.2 1701.2
Aircraft engines ...................... 1602 1702

Aircraft engines ................... 1602.1 1702.1

[See footnotes at end of table]

Name of account
General classification

Unamortized aircraft engine
overhauls ......................... 1602.2 1702.2

Improvements to leased flight
equipment ........................... 1607 1707

Flight equipment rotable parts
and assemblies ................... 1608 1708
Airframe parts and assem-

blies ................................. 1 1608.1 1 1708.1
Aircraft engine parts and

assemblies ...................... 1 1608.5 1 1708.5
Other parts and assemblies 1 1608.9 1 1708.9

Flight equipment ..................... 1609 1709
Allowance for depreciation:

Airframes ............................ 1611 1711
Aircraft engines ................... 1612 1712
Improvements to leased

flight equipment ............... 1617 1717
Flight equipment rotable

parts and assemblies ...... 1618 1718
Flight equipment airworthi-

ness allowance ................... 2 1629 2 1729
Equipment .............................. 1630 1730
Furniture, fixtures and office

equipment ........................... 1636 1736
Improvements to leased build-

ings and equipment ............ 1639 1739 General classification

General classification

Buildings ................................. 1640 1740
Maintenance buildings and

improvements .................. 1640.1 1740.1
Other buildings and im-

provements ..................... 1640.9 1740.9
Ground property and equip-

ment .................................... 1649 1749
Allowance for depreciation:

Equipment ........................... 1650 1750
Improvements to leased

buildings and equipment 1654 1754
Furniture, fixtures, and of-

fice equipment ................. 1656 1756
Buildings ............................. 1660 1760

Maintenance buildings
and improvements ....... 1660.1 1760.1

Other buildings and im-
provements .................. 1660.9 1760.9

Allowance for depreciation of
flight equipment and ground
property and equipment,
and amortization of over-
haul and airworthiness
costs ................................... 1668 1768

Land ....................................... 1679 1779
Equipment purchase deposits

and advance payments ...... 1685 1785
Construction work in progress 1689 1789
Leased property under capital

leases ................................. 1695 1795
Capital leases—flight equip-

ment ................................ 1695.1 1795.1
Capital leases—other prop-

erty and equipment ......... 1695.2 1795.2
Leased property under capital

leases, accumulated amorti-
zation .................................. 1696 1796
Accumulated amortization—

capitalized flight equip-
ment ................................ 1696.1 1796.1
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